This study examines the profile and determinants of poverty in the two largest cities in city. There is a large proportion of the poor who are found stochastically poor. Hanoi has higher rates of structurally poverty than HCM city. The proportion of structurally poor and stochastically non-poor is rather small. Overall, the poor have fewer assets than the nonpoor. The poor also have poorer housing conditions, especially they have much lower access to tap water than the non-poor. Heads of the poor households tend to have lower education and unskilled works than the heads of the non-poor households.
Introduction
Vietnam is an example of a country where broad-shared economic growth has been prevailing in the 1990s and 2000s. Economic reforms initiated in the late 1980s significantly changed the economy of Vietnam, from severe stagnation in the 1980s to high growth with an average annual rate of Gross Domestic Product (GDP) per capita of around 7 percent during the past two decades. The fact that Vietnam has committed itself to follow the "growth with equity" strategy as a principle to the development path suggests that high economic growth would result in remarkable reduction in poverty.
According to Vietnam Living Standard Surveys (VHLSS), the proportion of the poor to the population decreased from 58 percent to 14 percent between 1993 and 2008.
However, the pace of poverty reduction appears to have slowed down recently, especially in urban areas. There are some challenges to further reduction of poverty in Vietnam. Firstly, when poverty rate is as low as it is now, a relatively large proportion of the poor are in chronic poverty, which tend to be more resistant to economic growth. In other words, growth elasticity of poverty reduction in Vietnam tends to decrease Secondly, economic growth itself has slowed down since 2008 due to the global economic crisis. As economic growth has been the main driver of poverty reduction in Vietnam (Dollar and Kraay, 2000) , lower rate of economic growth may result in even slower poverty reduction. Thirdly, the proportion of households who are just above the poverty line tends to increase, indicating that a growing number of near-poor households are vulnerable to shocks (economic and social) and that protecting the near poor from falling back into poverty is becoming increasingly important for sustaining poverty reduction in Vietnam in the context of the country intensifying her integration into the world economy whereby the economy tends to grow faster but less safely. Fourthly, the integration process also produces the so called agglomeration effects with the resultant acceleration of the urbanization process. There are at least two consequences of this process. (i) urban poverty and urban inequality are becoming a considerably bigger policy issue; and (ii) the urban growth impacts overall poverty both directly -through reducing urban poverty and indirectly -through raising earnings of low income migrant workers and thereby reducing rural poverty. In other words, reducing overall poverty requires that in urban areas, policy should give due attention not only to the urban poor, but also to the urban low income, who tend to strengthen the rural-urban linkages in Vietnam's development. Furthermore, in the context of Vietnam becoming a lower middle income country, the problem of urban poverty is becoming increasingly complex, with the need to properly take into account various non-income aspects of people's well-being. This further justifies the need to include the low income in this study, as income/expenditure based poverty rates may underestimate urban poverty, as non-income dimensions including pollution, personal safety, working and housing conditions, exposures to abuses are becoming increasingly acute for low income migrants who are technically classified as non-poor by income or expenditure measures. They therefore deserve adequate attention in policy design.
With a view to providing information on the above mentioned emerging issues, this study examines the current profile of the urban poor and the urban low income, especially in Hanoi and Ho Chi Minh cities in Vietnam, and some key structural relationships linking their poverty/income status with their characteristics and policy variables and on this basis proposes policy implications for urban poverty. Although there are a large number of studies on poverty in Vietnam, research evidence on urban poverty is quite scarce. Perhaps the most detailed study of urban poverty is Oxfarm and ActionAid Vietnam (2008) , which provides qualitative assessment of poverty. However, this study is based on a participatory approach without representative surveys. It is not possible extrapolate this study's findings beyond sites where the surveys were carried out.
There might be at least two reasons for limited research on urban poverty. Firstly, poverty remains largely a rural phenomenon in Vietnam, hence most poverty-related studies have up to now focused on rural poverty rather than urban poverty. Secondly, household surveys which are used for poverty analysis often have small sample sizes, which does not allow to do any reliable study on urban poverty in Vietnam. VHLSSs are representative for the whole urban population, but not for the urban poor population, because of too small number of observations on the latter. In this context, the Urban Poverty Survey in 2009 with a relatively large sample size can fill in this data gap and will hopefully allow for a reliable measurement and quantitative assessment of urban poverty in Hanoi and Ho Chi Minh cities.
Assessment of urban poverty is of interest to researchers as well as policy makers, particularly because it can potentially provide helpful information for devising poverty reduction policies in the largest cities Hanoi and Ho Chi Minh in particular and in the urban areas in general. Urban poverty and rural poverty can differ in several aspects.
Firstly, urban poverty did not experienced reduction during 2000s. According to VHLSSs, the poverty rate was almost unchanged, at nearly 4 percent, during the period 2002-2006. It means that urban poverty is mainly chronic or urban people are more vulnerable to poverty. Secondly, urban poverty can be underestimated using household surveys. People who are sampled in household surveys such as VHLSSs are often from the registered population. Migrants and unregistered people in urban areas who are more likely to be poor are not sampled in household surveys. Thirdly, the urban poor can include a large number of temporary migrants and unregistered people. These groups are more vulnerable to economic shocks and not entitled for social protection policies such as credit subsidy and health insurance. Temporary/circular migration from rural to urban areas makes the urban poverty more complicated, and it is more difficult to devise policies to reduce urban poverty. Fourthly, there is a widening gap in welfare even within urban areas.
The main objectives of this study are to examine characteristics of the poor and to investigate determinants of poverty in urban Vietnam, and the recently emerging issue of rising inequality within urban areas. The paper is structured into 6 sections. Section 2 analyzes the main characteristics of the urban poor. Section 3 examines factors determining poverty, income and consumption expenditure in Hanoi and HCM city.
Section 4 presents the analysis of dynamic poverty. Income inequality is analyzed in section 5. Finally, section 6 concludes.
Urban poverty and characteristics of the poor

Data set
This study relies mainly on data the Urban Poverty Survey (UPS) which was conducted by 
Urban poverty and characteristics of the poor
Poverty line
Key poverty indicators estimated on the basis of various poverty lines are reported in Overall the non-poor have more assets than the poor. The proportion of the nonpoor having computer, internet connection, and fridge is much higher than the poor. The proportion of households owning a computer is very low for the poor. Regarding to employment, the poor are more likely to work for households as unskilled workers. As the poverty line increases, the gap in welfare indicators between the poor and non-poor is reduced. 
Characteristics of the poor
Relative poverty lines
In addition to the absolute poverty line of per annum income of 12,000 million VND, we also use the relative poverty lines which define the poor as those having the 5 percent and 10 percent lowest income. The advantage of such relative poverty lines is that results of analysis are not sensitive to ad hoc defined absolute poverty lines. Table 4 presents the characteristics of the poor defines using relative poverty lines. Overall the non-poor have more assets, higher education and better jobs than the poor. They also have better housing conditions than the poor households.
There is a difference in characteristics of households between Hanoi and HCM city. The proportion of poor households living in urban areas is lower in Hanoi than in HCM city. The poor in Hanoi are more likely to have unskilled and farm works than the poor in HCM city.
The poor in Hanoi have smaller living areas and less access to tap water and flush toilet than the poor in HCM city. However, the poor in Hanoi are less likely to living a dormitory than the poor in HCM city. 
Determinants of urban poverty
In this section, we examine the determinants of urban poverty in Hanoi and Ho Chi Minh
City. Previous studies on urban poverty in Vietnam including ActionAid (2009) 
Model specification
To investigate determinants of poverty, we assume the follow function:
where PI is a binary indicator of poverty status, and X is a vector control variables including individual and household characteristics which can affect or be associated with poverty status. We use a binomial logistic regression model given that the dependent variable is dichotomous: 0 when a household is above and 1 when below the poverty line.
The poverty line used in the paper is the official poverty line of Ho Chi Minh City, which is set at 1 million VND per capita per month. We use income data collected by the survey to determine if a household is considered poor or not.
Like other earning variables, poverty status can depend on a set of household characteristics which can be grouped into 5 categories (Glewwe, 1991) 
: (i) Household composition, (ii) Regional variables, (iii) Human assets, (iv) Physical assets, and (v)
Commune characteristics. In this study, we also include several policy variables to examine the relation between poverty and social policy variables. The proposed list of control variables is:
• Household composition: fraction of dependent people, fraction of female, age and gender of household head.
• Regional variables: dummy variables of HCM city and urban areas
• Human assets: education and occupation of household members, household head.
• Physical assets: housing characteristics, the number of motorbike per household member.
• Policy variables: chronic disease of heads, registration book, migration and health insurance.
Efforts will be exerted to identify as many as possible policy variables, either direct measures or proxies from the dataset, as they are the ones that are under policy makers' control and therefore are of special interest. It should be noted that some variables such as education and employment can be endogenous in equation. Solving endogeneity is not an easy task, especially without panel data. For these variables, their estimated coefficients reflect association or correlation between poverty and these variables rather than the causal effects of these variables on poverty.
The estimates of the logit regressions are shown in Table 5 . We use two models:
Model 1 uses relatively exogenous explanatory variables, and Model 2 includes a larger number of explanatory variables including policy variables which are more likely to be endogenous.
The logit model fitted the data well. The results show that education is an important determinant of poverty, as also indicated by previous research in developing countries. Having higher education degrees leads to larger reduction in the probability of the poverty.
The results show that households with higher proportions of children tend to be poorer. This result is consistent with economic theory because in these households, income earned by working household members must be shared to a larger number of dependents. Households in which the household heads are unmarried tend to be poorer too. Poor households tend to borrow than non-poor households. Health problems, indicated by sickness or chronic disease, is a determinant of poverty when the lowest 5% percentiles of income is use a relative poverty line. However, the effect of health problems is not statistically significant in other models. The effect of having health insurance significantly lower the probability of being poor, perhaps by lowering the health financing burden to the households. Receiving pension is negatively associated with lower probability of being poor. This result is consistent with Long and Pfau (2009) who found that receiving social security benefit, which for the most part is pension, is significantly associated with lower probability of being poor for elderly people in Vietnam. On the other hand, receiving remittance seems have no effect on poverty and borrowing increases the likelihood of a household falling into poverty.
Occupation has significant effect on poverty. Generally, a household whose household head work in the private sector is more likely to be poor than those households whose heads work in the State or the foreign-invested sector. Similarly, agricultural households are more likely to be poor than those households in the industrial or service sector.
Regional variables have statistically significant effect in when the income poverty line is 12,000 thousand VND/person/month. Households in Ho Chi Minh City and in the inner cities are less likely to be poor than the ones in Hanoi and in the suburban, respectively.
It is interesting the variable of 'without registration book' is negatively correlated with poverty, but the recent migration to city is positive correlated with poverty. This implies that recent migrants are more likely to be poor, but permanent migrants can tend to be non-poor.
Determinants of urban income and expenditures
While it is important to determine the factor influencing poverty, it is also necessary to know the factors determining household income per capita as well as expenditure per capita in urban areas. To investigate household and individual characteristics associated with income and expenditure, the following function of per capita income (and also per capita expenditure):
where Y is per capita income, and X is a vector control variables which are similar as in the above equation of poverty. Again some explanatory variables in the income equation can be endogenous. For these variables, their estimated coefficients reflect association or correlation between poverty and these variables. Table 6 summarizes the determinants of urban income as well as expenditure in Hanoi and Ho Chi Minh City. The dependent variable is the log of income/expenditure per capita. Independent variables are similar to those in Table 5 . Table 6 indicates that most of the coefficients that determine poverty are also significant in explaining urban household income and expenditure per capita. In particular, inner city, Ho Chi Minh City and education have positive impacts on both household income and expenditure per capita. On the other hand, households with larger household size and higher proportions of elderly, children and females are more likely to have lower income or expenditure. Households whose heads work for wage or agriculture receive lower income or expenditure. In addition, households whose heads are working have higher income/expenditure than those whose heads are not working. 
Dynamic aspects of urban poverty
Methodology
It is difficult to investigate poverty dynamics without panel data. In principle the chronically poor are households whose living standard is below a defined poverty line for a period of several years, while the transiently poor experience some non-poverty years during that period (Hulme and Shepherd, 2003) . Even with a widely used approach by (Jalan and Ravallion, 2000) in which poverty is decomposed into two components: the transient poverty due to the intertemporal variability in consumption, and the chronic poverty simply determined by the mean consumption overtime, longitudinal data with at least three repeated observations are required to estimate the chronic and transient poverty.
Unfortunately these kinds of data are not available for urban poverty analysis.
In this study, a variant of poverty dynamics approach by Carter and May (2001) will be used to decompose poverty into structural and stochastic poverty. To incorporate the aspect of poverty dynamics into this definition, let's start with a simple economic model of intertemporal choice in two periods t and t+1. It is assumed that a households i at the time t has a vector of assets, A it that includes physics, human and also social capitals.
At the period t households i is assumed to choose consumption (c it ) and investment (I it ) to maximize their expected welfare. It is expressed in the following form: Under the usual assumption of diminishing marginal utility of consumption, the household would prefer smoothness rather than fluctuation in consumption over two periods. In order to smooth consumption the household must have perfect access to credit market. The household also would like to borrow in event of income shocks θ it , or asset shocks Θ it . However such a credit market is not available for the poor, especially in developing countries. The way they can cope with adverse shocks is to track their assets.
If a large amount of assets is sold, the remaining assets might not be sufficient to generate income sufficient to sustain not only investment but also consumption in next period. The household can fall into poverty, even poverty trap.
With a note that there is no obvious evidence of consumption smoothing by the poor, Carter and May (2001) decompose the realized (current) consumption, c it into three following components:
The first component c 0i is the steady consumption based on permanent income that the household would enjoy if they can smooth the consumption. Facing the binding borrowing constraint the household might track the current asset c(A it ), and the third term ε it will become non-zero when the household cannot smooth out shocks. If the household can maintain stable consumption the two later terms in the right-hand side of (4) will be zero.
Because the permanent income is generated based on the assets, the first two terms can be grouped into the expected consumption for household i, denoted by (A it ). Now denote the money metric poverty line as c PL , and a household is classified poor if their realized consumption is below the poverty line. Carter and May (1999) estimate the asset poverty line, A PL that satisfies the following condition:
The asset poverty line A PL is the combination of assets that are expected to yield the level of welfare equal to the poverty line c PL. A poor household is defined as structurally poor if their asset level is lower than the asset poverty line. The stochastically poor are those whose asset level is above the asset poverty line. Levels of assets that are higher than the asset poverty line are expected to generate consumption level above the poverty line c PL in next period. Thus the stochastically poor can find it easier to escape poverty.
Once the asset poverty line is estimated, one can classify the population into four groups: the structurally and stochastically poor, the stochastically and structurally non- 
Estimation results
To estimate the asset level of each household, the first step is to run regression of per capita income on asset variables which are expected to generate income of the households in the long-term. Then the predicted per capita income is estimated for each household in the sample. This expected per capita income can be regarded as long-term income which depends on the asset level. Thus it can be a proxy for the asset level of households. The income model is similar to Model 1 in Table 6 , but the dependent variable is per capita income instead of log of per capita income. It is assumed that households cannot change the level of these assets at least in short-term. We estimate different models. The estimates of structural and stochastic poverty rates are very similar across models. We use estimates from the first model of all the sample for interpretation. Table 7 shows the estimation of different types of poverty. There is a large proportion of the poor who are found stochastically poor. It is noted that the poverty rate is equal to sum of the structural poverty and stochastic poverty rates. For both absolute and relative poverty lines, Hanoi has higher rates of structurally poverty than HCM city.
The proportion of structurally poor and stochastically non-poor is rather small. This poverty structure can be different from the rural poverty structure. Chronic poverty or structural poverty can be much higher in poor areas, especially in mountainous areas.
Inequality
Inequality is expected to become increasingly a big policy issue in urban areas in the next Table 16 , which also reports other measures of inequality. However, when expenditurebased Gini index is used, inequality is higher in HCM City than in Hanoi. The former is also higher than the national average estimated from consumption data of VHLSS 2008 while the latter is lower than this national average of expenditure-based Gini. Similarly, the picture is inconclusive when the gaps between the richest and the poorest are analyzed, depending on if income or expenditure measure is used for the calculation of this indicator of inequality. Like Gini index, inequality is higher in HCM City than in Hanoi, when expenditure-based measures of the gap between the richest and the poorest are used. The income Gini estimate in Ho Chi Minh City is 0.386, a little lower than in Ha Noi (0.398). Meanwhile, the income Gini index for both cities is 0.391. Thus, we can conclude that there is little difference in income inequality between the two cities.
On the other hand, the expenditure Gini estimate in Ho Chi Minh City is 0.432, much higher than the one in Hanoi (0.326), Thus, we can conclude that expenditure inequality in Ho Chi Minh City is quite high, and much higher than in Hanoi although the income inequality in both cities are similar.
The Gini estimate in Ho Chi Minh City is 0.383, a little lower than in Ha Noi (0.393). Meanwhile, the Gini index for both cities is 0.385. In order to understand the underlying factors of Gini index, we decompose the Gini Index by income sources using the approach first proposed by Rao (1969) 4 . The results in Table 14 shows that in both cities, differences in wages are the most important factor creating inequality in income, It is interesting to compare the decomposition of the Gini Index between the two cities. Non-farm self-employed income plays a much more important role in explaining income disparity in Ho Chi Minh City than in Hanoi. On the other hand, pension and other income are more important in Hanoi than in Ho Chi Minh City in contributing to income disparity. Thus, public policies aimed at reducing inequality should take into account those differences. 
Conclusions
This study examines determinants of poverty in urban Vietnam and proposes policy implications for urban poverty reduction. More specifically, it aims to examine several issues: (i) poverty estimation for Hanoi and HCM city (ii) analysis of sensitivity of poverty estimates and characteristics of the poor to the selection of poverty lines (iii) determinants of urban poverty, (iv) dynamic aspects of urban poverty, (v) income and consumption inequality in urban Vietnam. Data used in this study are from the 2009
Urban Poverty Survey.
Using the poverty line of 12,000 thousand VND/year, the poverty incidence in
Hanoi and Ho Chi Minh city is 17.4 percent and 12.5 percent, respectively. Although
Hanoi has higher poverty than Ho Chi Minh city, Hanoi has higher per capita income than Ho Chi Minh city. This is because the income inequality is higher in Hanoi than in Ho Chi
Minh city. The income Gini estimate in Ho Chi Minh City is 0.386, lower than in Ha Noi (0.398). However, Ho Chi Minh city has higher consumption expenditure than Hanoi. In addition, the expenditure Gini estimate in Ho Chi Minh City is 0.432, much higher than the one in Hanoi (0.326).
There is a large proportion of the poor who are found stochastically poor. Hanoi has higher rates of structurally poverty than HCM city. The proportion of structurally poor and stochastically non-poor is rather small.
Overall the non-poor have more assets than the poor. The proportion of the nonpoor having computer, internet connection, and fridge is much higher than the poor. The poor have poorer housing conditions, especially they have much lower access to tap water than the non-poor. There are only nearly 40 percent of the poor households using tap water, while the non-poor having tap water is around 61 percent. Heads of the poor households tend to have lower education and unskilled works than the heads of the nonpoor households.
